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SUBJECT: EINANCIAL AND ECONOMIC DEVELOPMENTS - WEEK OE SEPT 11-17 

1. SUMMARY: JULY PRODUCTION AND SHIPMENTS WERE MUCH LARGER 
THAN HAD ORIGINALLY BEEN ESTIMATED. INDUSTRIAL PRODUCTION HAS 
BEEN RISING AT AN AVERAGE ANNUAL RATE OF 17.4 PERCENT FROM THE 
FIRST QUARTER THROUGH THE THREE MONTHS ENDING JULY. DESPITE 
THIS RECOVERY RATE THE MINISTERIAL COUNCIL EOR ECONOMIC POLICY 
ANNOUNCED A PHASE IV STIMULATIVE PACKAGE OF MEASURES DESIGNED 
TO CREATE AN ADDITIONAL $10 BIL OF FINAL DEMAND. END SUMMARY. 

2. MINING AND MANUFACTURING PRODUCTION (JEI 212) AND PRO- 
DUCERS SHIPMENTS (JEI 239) IN JULY WERE REVISED UPWARD SHARPLY 
STRENGTHENING EMBASSY'S VIEW (TOKYO 12002) THAT JAPAN'S 
RECOVERY IS STRONGER THAN GENERALLY REALIZED. THE REVISED 
FIGURE EOR PRODUCTION NOW INDICATES THAT JULY OUTPUT 
UNCLASSIFIED 

UNCLASSIFIED 

PAGE 02 TOKYO 13066 171037Z 

WAS 2.2 PERCENT GREATER THAN IN JUNE (VERSUS THE INITIAL 



Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 06 JUL 2006 




Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 



ESTIMATE OE AN 0.8 PERCENT INCREASE). THE REVISED SHIP- 
MENTS EIGURE SHOWS A 3.0 PERCENT INCREASE EROM THE PRIOR 
MONTH (TRIPLE THE INIIAL ESTIMATE OE A 1.0 PERCENT RISE). 

THE RATIO OE PRODUCERS INVENTORIES TO SHIPMENTS (JEI 253) 
EELL 2.9 PERCENT. THE AVERAGE LEVEL OE PRODUCTION IN THE 
MAY- JULY PERIOD SHOWS A 17.4 PERCENT ANNUAL RATE OE 
INCREASE SINCE THE JAN-MARCH PERIOD. EOR ADDITIONAL 
INEORMATION OF REVISED JULY ESTIMATES OE PRODUCTION, SHIP- 
MENTS, AND INVENTORIES SEE TOKYO 12941. 

PRODUCTION, SHIPMENTS, AND INVENTORY-TO-SHIPMENTS RATIOP 
(PCT. CH. EROM PRIOR MONTH SHOWN IN PARENTHESES) 

MIN. AND MEG. PRODUCERS INV. TO SHIP. 

PRODUCTION SHIPMENTS RATIO 
JUNE 110.5(1.5)114.1(1.1) 139.4(-1.6) 

JULY 112.9(2.2) 117.5(3.0) 135.4 (-2.9) 

3. PHASE IV ANTI-RECESSION MEASURES ANNOUNCED. EOLLOW- 
ING TODAY'S MEETING OE MINISTERIAL COUNCIL EOR ECONOMIC 
POLICY, CHAIRMAN AND DEPT PM FUKUDA ANNOUNCED A FIVE- 
POINT PACKAGE OE MEASURES WITH TOTAL EISCAL SPENDING OF 
2,000 BIL YEN ON PROJECT BASIS (APPROX $6.7 BIL). EUKUDA 
REPORTED PACKAGE OE MEASURES IS DESIGNATED TO CREATE 
ADDITIONAL DEMAND OE 3,000 BIL YEN (APPROX $10.1 BIL) SO 
THAT GNP WILL GROW ANNUAL RATE OE 6 PERCENT IN REAL TERMS 
DURING LATTER HALF OF JFY 1975 (OCT 75-MARCH 76). 

PROPOSED REELATIONARY MEASURES INCLUDE THE EOLLOWING 
PROGRAMS: (A) ADDITIONAL PUBLUC WORKS SPENDING OE MORE 
THAN 800 BIL YEN, (B) HOUSING LOANS TO ADDITIONAL 70,000 
PERSON, (C) EURTHER MONETARY EASE, (D) MEASURES TO 
COMBAT UNEMPLOYMENT, AND (E) EXPANSION OE JAPAN'S TRADE, 
PARTICULARLY JAPAN'S PLANT EXPORTS. REPORTS INDICATE 
INDUSTRIAL LEADERS WELCOMED ANNOUNCEMENT OE THE EOURTH 
SET OF ANTI-RECESSION MEASURES. BUSINESS LEADERS ,NEVER- 
THELESS,PREDICT RCOVERY WILL NOT APPEAR UNTIL NEXT 
SPRING AT EARLIEST AND URGED SPEEDY DIET PASSAGE OE THE 
REFLATIONARY SUPPLEMETARY BUDGET AND IMPLEMENTATIO COE 
THE PHASE IV PROGRAM. 
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4. NEW PRIVATE MACHINERY ORDERS, EXCLUDING SHIPS, SEA- 
SONALLY ADJUSTED (JEI 337), FELL 24.9 PERCENT INI JULY, 

THE SECOND STRAIGHT MONTHLY DECREASE. THE STEEP DECLINE 
EROM JUNE WAS CHEIELY DUE TO A 79.9 PERCENT DROP IN 
ORDERS PLACED BY THE ELECTRIC POWER INDUSTRY WHICH WAS 
IN REACTION TO JUNE'S WHOPPING 121 PERCENT INCREASE. 
EXCLUDING THE UNUSUAL MOVEMENTS OE THAT INDUSTRY, OEEI- 



Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 06 JUL 2006 




Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 



CIALS SAID, THE JULY DECLINE FOR TOTAL MACHINERY ORDERS 
WAS 9.6 PERCENT. 

(BILLION YEN) (PCT. CH. FROM PRIOR MONTH) 

JUNE 230.4 - 4.7 

JULY 173.0 -24.9 

5. NEW CONSTRUCTION ORDERS, SEASONALLY ADJUSTED, 
DECLINED IN JULY. NEW GOVT AND PUBLIC CONSTRUCTION 
ORDERS (JEI 324) FELL 15.2 PERCENT FOLLOWING A 22.3 
PERCNT RISE IN JUNE. PRIVATE CONSTRUCTION ORDERS 
(JEI 325) FELL 7.2 PERCENT IN JULY. THE MAY- JULY 
AVERAGE LEVELS OF ORDERS FOR GOVT/PUBLIC AND PRIVATE 
CONSTRUCTION WERE DOWN 0.6 PERCENT AND 25.5 PERCENT 
RESPECTIVELY FROM THE AVERAGE LEVELS FOR JAN-MARCH. 

NEW CONSTRUCTION ORDERS, SEASONALLY ADJUSTED 
(BIL YEN, PCT CH FROM PRIOR MONTH IN PARENTHESES) 
GOVT/PUBLIC PRIVATE 

JUNE 243.2(22.3) 238.2(15.4) 

JULY 206.3 (-15.2) 221. 1 (-7.2) 

6. WHOLESALE PRICE INDEX IN AUG (JEI 471) ROSE 0.6 
PERCENT FROM THE JULY LEVEL. THIS WAS THE LARGEST 
MONTHLY INCREASE IN THE PAST YEAR. PRINCIPAL FACTORS 
IN THE RISE WERE A 3.1 PERCENT INCREASE IN STEEL PRICES 
WHICH TOOK EFFECT IN AUG AND A 2.9 PERCENT RISE IN 
METALLIC RAW MATERIALS. DURING THE PAST SIX MOMTHS 
(FEB-AUG) THE WPI HAS INCREASED BY ONLY 0.6 PERCENT, COM- 
0-43$ 285# - 5.6 PERCENT RISE DURING THE SAME SPAN LAST 
YEAR. 

INDEX (NSA) PCT. CH. FROM PRIOR MONTH 
JULY 155.9 O.I 

AUG 156.8 0.6 
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7. THE MINISTRY OF FINANCE WILL PERMIT A SUBSIDIARY OF 
THE INDUSTRIAL BANK OF JAPAN TO SERVE AS AN UNDERWRITER 
FOR BOND FLOTATIONS IN EUROPE. ALTHOUGH BANKS ARE NOT 
PERMITTED TO ENGAGE IN SECURITIES BUSINESS IN JAPAN, THE 
MOF HAS APPROVED A REQUEST FROM INDUSTRIAL BANK OF JAPAN 
INTERNATIONAL, LTD. TO ACT AS CO-UNDERWRITER FOR A $50 
MIL ISSUE OF NEW JAPAN STEEL CORP. BONDS TO BE OFFERED 

IN SEPT. JAPANESE SECURITIES FIRMS STRONGLY OPPOSE THE 
MOVE ARGUING THAT IT VIOLATES THE DISTINCTION BEWEEN 
BANKING AND SECURITIES BUSINESS WHICH WAS FIRST MADE DUR- 
ING THE POSTWAR OCCUPATION OF JAPAN. 

8. PRELIMINARY BALANCE OF PAYMENTS STATISTICS FOR AUG 
SHOW SEASONALLY ADJUSTED EXPORTS (JEI 44) DOWN 1.6 PERCENT 
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AND IMPORTS (JEI 48) DOWN 2.9 PERCENT FROM JULY LEVELS. 

AUG TRADE SURPLUS WAS $387 MIL, UP $50 MIL FROM PRIOR 
MONTH. LONG-TERM CAPITAL BALANCE RECORDED $10 MIL OUTFLOW 
IN AUG AFTER A $148 MIL INFLOW IN JULY. ADDITIONAL AUG 
B/P AND TRADE STATISTICS BEING REPORTED SEPTEL. 

SEASONALLY ADJUSTED TRADE (IMF BASIS, $ MIL) 

EXPORTS IMPORTS BALANCE 
JULY 4,704 4,170 337 

AUG 4,320 3,810 387 

9. NOTE: REFERENCES IN ADISCUSSION OF STATISTICAL SERIES 
TO "JEI NO." INDICATES DATA FOR EARLIER PERIODS ARE PRO- 
VIDED UNDER DESIGNATED SERIES NUMBER IN "JAPANESE ECONOMIC 
INDICATORS" PUBLISHED MONTHLY BY ECONOMIC PLANNING 
AGENCY. AS A SUPPLEMENT TO THE JEI, EPA PUBLISHES 
AN "ANNUAL REPORT ON BUSINESS CYCLE INDICATORS," CON- 
TAINING HISTORICAL DATA FOR EACH SERIES, BOTH UNADJUSTED 
AND ADJUSTED, DESCRIPTION OF SEASONAL ADJUSTMENT 
PROCESS, AND DATA SOURCES. THE 1975 ANNUAL IS TO BE 
RELEASED IN THE WEEKS AHEAD. 

HODGSON 
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